The effectiveness of internal audit system in reducing  the occurrence of errors and frauds in Palestinian services companies by Saqallah, Hania & Eltaweel, Ebtihaj
0 
 
The effectiveness of internal audit system in 
reducing  the occurrence of errors and frauds in 
Palestinian services companies  (case study – 
The Automated Payment System  in Gaza 
electricity distribution company) 
 
Hania Saqallah 
Ebtihaj Eltaweel 
 
  Supervisor: 
Pr.Yousef Jarbouaa 
 
 
2015 
 
 
نيطسلف ةعماج – ةزغ 
  ةيلك لاملا ةرادإ
 لامعلأاو 
 ةبساحملا مسق 
 
Palestine University – Gaza 
Faculty of Business 
Administration 
Department of Accounting 
 
 
 
 
 
 
 
 
 
 
1 
 
Dedication 
 
 
 
I lovingly dedicate the research 
 
To my parents 
 
To my teachers 
 
To my friends 
 
To my University 
 
 
 
 
The researchers… 
 
 
 
Table of Contents  
2 
 
Table of contents  . 1 
Chapter.1  Research Framework   3 
Introduction. 3 
Research problem . 4 
Research objectives. 4 
Scope and  limitations of the project . 5 
Methodology. 5 
Research Hypothesis. 5 
Data sources. 6 
Literature Review  . 6 
  :Chapter .2 Theoretical  Background 12 
Introduction. 13 
Concept Of Internal Audit. 13 
The objective of internal audit. 14 
Types of audits. 15 
Work process of internal audit function. 16 
Training and Development of Audit Team. 25 
The relation between internal auditors and external auditor 26 
Frauds and Errors  30 
Management responsibility   31 
  Chapter …3 Applied Study: 36 
Research methodology 37 
Questionnaire content. 37 
Data measurement 38 
Test of normality 38 
Validity of questionnaire 39 
Structure validity of the questionnaire 43 
Cronbach’s Coefficient Alpha 44 
Chapter .4 Results & Recommendation 57 
Results  . 58 
Recommendation. 58 
References list 61 
Appendix I 63 
3 
 
Chapter One 
 
 
 
 
 
Research 
Framework 
 
4 
 
 
 
 :Introduction  1.1 
 
The world is changing, and becoming faster. Have been and are 
producing massive and major changes, converting it both economic and 
social activity, and one of the important things that have contributed to 
this recent changes is an internal audit which is an independent, objective 
assurance and consulting activity designed to add value and improve an 
organization's operations. It helps an organization accomplish its 
objectives by bringing a systematic, disciplined approach to evaluate and 
improve the effectiveness of risk management, control, diminishing the 
possibilities of pilfering   and governance processes 
Internal audit began in unsophisticated manner during the Second World 
War, especially In 1939,when the Nazi Party were the first government to 
recognize the importance of having a well-controlled mechanism for 
running an evil, world-conquering regime. The IIA were contracted to 
undertake a series of efficiency reviews in the early weeks of World War 
II.  At this time many organizations found it difficult to maintain 
operational efficiency and control. So, Companies appointed special staff 
(i.e. present day internal auditors) to review operations and report to 
them. The task starting as an internal business function primarily focused 
on protection against payroll fraud, loss of cash, and other assets, internal 
audit’s scope was quickly extended to the verification of almost all 
financial transactions, and still later, gradually moved from an “audit for 
management” emphasis to an “audit of management” approach which is 
assigned to internal auditors. Internal audit activities are performed in 
diverse legal and cultural environments; within organizations that vary in 
purpose, size, complexity, and structure; and by persons within or outside 
the organization. While differences may affect the practice of internal 
auditing in each environment, compliance with the International 
Standards for the Professional Practice of Internal Auditing is essential if 
the responsibilities of internal auditors are to be met.  
Through an audit, an organization can identify a system’s ineffectiveness, 
take corrective action, and ultimately support continuous improvement. 
Unfortunately, a poorly deployed internal auditing system can lead to 
increased, non-value-added costs, many hours of wasted resources, and 
an eventual, inevitable QMS breakdown. 
  
5 
 
1.2 Research Problem:  
 
The financial scandals and claims of financial fraud  and the financial 
crises that have occurred in recent years, Prove the weak of internal audit 
systems in many companies, this weaknesses can be clear in the most of 
organizations in Palestinian economy , and for the importance of services 
companies in Palestine society, this research will examine the internal 
audit system for one of the most important services companies exactly in 
our recent time, which provide citizens with essential electricity to 
continue their life correctly and to check if there is an impact of 
electricity company's internal audit system in decreasing the possibilities 
of frauds and scandals that can affect the quality of its services negatively 
.   
   
1.3 Research Objectives: 
 
This study aims to achieve the following objectives:- 
 Understand  the concept and the types of internal audit. 
 Recognize the importance of the objectives of the internal audit 
function. 
 Identify internal audit system in the electricity distribution 
company. 
 Identify the internal auditing standards applied in the electricity 
distribution company. 
 Identify the obstacles and difficulties that prevent the application of 
internal auditing standards in the electricity distribution company. 
 Recognize the effects of internal audit on the effectiveness and 
efficiency of services. 
 
  1.4 Research hypothesis: 
Null Hypotheses:- there's  no  relationship between internal audit system 
and the occurrences of frauds and errors in the payment system  . 
Alternative hypotheses:- there's positive  relationship between internal 
audit system and the occurrences of frauds and errors in the payment 
system . 
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  1.5 Scope and  limitations of the Research: 
 
 borders: the study was applied for private services sector firms .  
 Time  limits: research deals with the reality of internal auditing  
and its impact in  management practices in the period between 
2010 and 2014, 
 The sample of the study : the internal auditors and accountants in 
the Gaza Electricity Distribution Company in the Finance 
Management. 
 
  1.6  Research  Methodology: 
The research includes displaying the practical study design by using 
descriptive analytical approach in collecting data through: 
 Primary resources: where we make interviews with officials, 
reports. 
 Secondary resources: Such as text books, Master and doctorate 
dissertations ,thesis and Journals. 
   and showing  the variables , hypotheses, and research tools . 
 
  1.7 Literature Review : 
 
"The effect of the internal auditing on financial performance applied 
study on Bank of Palestine " (Keshta , Hassan , Alghalayini ,2009) 
 
This study aims to identify the role of the internal audit in controlling the 
financial and managerial performance in the Palestinian corporations 
taking in considerations all the aspects that would limit this purpose of 
the internal audit department. 
 
These factors would be the business environment, the qualification of the 
auditor, the laws and regulation, the extent to which the corporation are 
committed to these laws and other factors ,it also identified the degree of 
independency granted to the internal audit and the importance of this in 
increasing administrative and financial performance in Palestine. 
Moreover this research focus on the current situation and any 
amendments needed to be undertaken in the coming period so that the 
internal audit function of controlling the performance on both sides the 
managerial and the financial will be effective. The researchers used the 
analytical descriptive methodology due to the nature of the research, also 
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the researchers searched for a previous work in the area of internal 
auditing by surfing the internet specially the specialized sites that contain 
articles and other forms, the researchers will depend on materials that will 
be took from the internal auditing departments and other related 
departments in addition to organizing an interview with internal auditors 
for the targeted company. And found the results about the role of internal 
audit in achieving the objectives and enhancing bank's performance and 
summarizes the following conclusions based on the created case study: 
1-The existence of the audit department is vital and necessary, so that it’s 
being provided with all the resources needed to achieve a high quality in 
this job. 
 
2-There is a necessity to train and develop the skills of the employees 
working in this area in the Palestinian companies so they can catch up 
with the development on this job around the globe. 
 
3-The internal auditing department is given the time and resources to hunt 
any potential risks surrounding the working environment in the 
Palestinian companies as a trust in the importance of this job to the 
achievement of the high quality in every task being done. 
 
4-The internal auditors work in an objective and independent manner 
from the management to achieve the objectives of this job of providing 
fair and reliable information to the different users and related parties. 
 
Finally the research recommendations: 
According to the findings of this study they provided some suggestions, 
might be help the managers in the banks that listed in Gaza strip if they 
use them effectively. 
 
1-It is necessary to teach internal audit, internal control and risk 
management in university as separate course in bachelor degree. 
 
2-The management of bank of Palestine should create communication 
channels with Institute of Internal Auditors (IIA). 
3-The role of internal auditor should be expanded to involve all the 
activities of the bank not routine activities only. 
 
4- Training courses for employees about update standards of internal 
auditing should be created periodically. 
 
5-Top management of bank have to create performance measurements 
which used by internal auditor for evaluation of performance. 
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"The extent of the application of internal audit standard in the Jordanian 
private universities" (Khwaileh,2013) 
 
This research focus on whether the private universities in Jordan apply 
the international standards for internal auditors, in the field of interior 
auditors who work in these universities. 
 The study attain to the internal employees auditors in the Jordanian 
private universities who have the knowledge of the international interior 
auditing standards and apply them in their daily work and put future plans 
to their work. On the other hand, some of them develop themselves 
professionally, but actually the private universities don't attract the 
qualified in accounting and auditing for the work in these universities in 
the internal auditing sector department. and the study was based on the 
design of the questionnaire scientific study distributed (23) questionnaire 
to auditors working in universities ( auditors working in units of Internal 
Auditing , and auditors working in the Department of Finance ) . 
The researcher extracted (23) valid questionnaires for the study , with the 
percentage of get back (100%) . In addition the researcher deals in the 
analysis of the raw data extracted from the questionnaire by using 
statistical packages (SPSS), where the descriptive and analytical 
statistical methods used in processing such data , like frequencies and 
percentages and averages and standard deviations. And the researcher   
conclude that the Jordanian private universities imply the IT standards in 
their work by reaching some results : 
1) The study showed that private universities in Jordan are applying 
internal auditing standards in work . 
 
2) The study showed the presence of autonomy and objectivity of internal 
auditors working in the private universities in Jordan , and it also means 
that they have placed plans in advance for the procedures to work 
thoughtfully . 
 
. 
 
3) study showed that comes from internal auditors working in the private 
universities in Jordan, work with quality outputs, and could rely on 
reports and opinions issued by the internal audit group at private 
universities in Jordan . 
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"An improved process model for internal auditing" 
 ( Elliott, Dawson , Edwards). 
 
The goal of this study was to  investigate and understand the reasons 
behind why internal auditing is often perceived to not add value, and it 
described the development of a new process model and approach that will 
improve the actual and perceived value of auditing, by using process 
analysis, identified areas of potential inefficiency and conflict, and using 
a questionnaire which was sent to auditors who were auditors at AWE  
Plc., to know their views on audit effectiveness and quantify their 
perception of value. questionnaire results show variations in the perceived 
value of internal auditing, particularly of some key stages in the process. 
The management of internal auditing is focused on programmed 
achievement, not the resulting value from improvement action. 
 
Internal quality audits – obstacles or opportunities (G. Beecroft)  
 
Auditing is an old idea that has been used throughout history to examine 
finances , taxes , quality systems and other complex entities . an internal 
audit such as required by ISO 9000 Quality system standard and its 
automotive counterpart QS 9000 is conducted by a company on itself to 
determine if its quality system is being followed and is effective , while 
the internal quality audit process has the potential to be highly 
destructive, it can also stimulate huge improvements within an 
organization and help create proactive environment . 
Conclusion: Given our current reactive and negative oriented culture if 
auditing with its many years of negative experience to overcome , 
creating a positive internal review process presents a tremendous 
challenge , transforming the audit process into a positive internal review 
is not a simple task and mush has yet to be learned. 
The internal review process is a key to an effective quality system 
implementation  for successful organizations transform their internal 
reviews into positive experience , the process is essential in moving their 
organization from their current reactive stare in the more preventive 
proactive state to assure their future position among business leader. 
1  
2  
3  
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2.1.1   Introduction:  
 
There is a need for an internal audit to detect errors and fraud and 
manipulation, the increased need and has evolved and increased 
effectiveness after World War II and that because of the large sizes of 
companies, geographical expansion and increasing complexity of the 
operations and the decentralization of management and the rapid 
technological changes, also contributed to the increased need for this 
function the adoption of the external auditor on the work of the internal 
auditor and adoption are also on the statistical sampling instead of full 
examination, which limit its ability to examine all aspects of financial and 
administrative facility, and this prompted the International Federation of 
Accountants to single out a special audit standard for the utilization of the 
external auditor of the internal auditor . 
And also contributed to the development of the internal audit of financial 
scandals that rocked a number of major companies in the West such as 
Enron in the United States of America and the Italian company Parmalat 
and other companies.  
Also contributed to the development of a considerable focus on the 
phenomenon of cheating, fraud and manipulation in Companies, whether 
from individuals within the company or the risk of external fraud because 
of gaps in control, where one study suggests that more than 60% of U.S. 
companies exposed to fraud in recent years and pointed out another study 
that the best companies suffer from a lack of returns of a minimum of 5% 
of the revenues due to fraud and cheating. 
That the audit profession, both at the level of internal audit or external 
audit is facing a serious challenge given the widespread corruption of 
senior management and the inability of external auditors for the discovery 
of their transgression and even complicity of some of them. 
 
  
 
2.1.2  Concept Of Internal Audit: 
 
The Institute of Internal Auditors ( IIA ) define Internal auditing as an 
independent, objective assurance and consulting activity designed to add 
value and improve an organization's operations. It helps an organization 
accomplish its objectives by bringing a systematic, disciplined approach 
to evaluate and improve the effectiveness of risk management, control, 
and governance processes. 
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2.1.3  Objectives  of internal audit : 
 
   The objectives of the internal audit profession has evolved dramatically, 
old, designed to detect fraud and embezzlement, and errors in the books 
and records, and then changed this theory has become the target of it, in 
addition to the above- mentioned ensure the validity and appropriate 
financial position and to give a technical opinion neutral about the 
fairness of the financial statements and the health of their representation 
of the financial position, we can determine the objectives of internal audit 
in many ways, the most important :-  
 Protect the assets and property of the facility from tampering, theft 
and embezzlement. 
 Supply management enterprise accounting and accurate data that 
can be relied upon in planning and decision-making. 
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 Promote efficiency and productivity and the eradication of 
waste and exhaust in the industry and production at the lowest 
cost possible. 
 Make sure that all employees are committed to the implementation 
of facility policies established by the management of the 
establishment. 
 
2.1.4  Types of audits : 
 
There are several types of internal audits. There are financial audit, 
operational audit, management audit, compliance audit, IS audit and 
investigation audit. Each audit has different purpose and characteristic.    
 
1)  Financial audit : 
The purpose is express opinion on financial condition based on analysis, 
comparisons and test of accuracy. Its scope is on the financial records. 
The expected results from this audit is to give opinion on the accuracy 
and reliability of the financial statements.   
 
2) Operational audit : 
The purpose is to analyze and improve methods of operations and 
performance. Its scope on the operational activities of a unit or 
department. The expected result from this audit is to give 
recommendations to management for the improvement of operations . 
  
3)  Management audit : 
The purpose is to review and evaluate business and management issues to 
enhance profitability. Its scope is on the business support activities of a 
unit or the entire organization. The expected results from this audit is to 
give opinion on strategic issues and recommendations or solutions.    
 
4)  Compliance Audit : 
The purpose is to express opinion as to adherence to internal policies and 
regulatory rules and requirements and applicable laws. Its scope on the 
specific aspects of operations and business. The expected results from 
this audit to make immediate rectification and compliance thereafter.  
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2.1.5  Work process of internal audit function:  
 
 2.1.5.1   General : 
The  audit work process should include devising an audit plan, drawing 
up an audit program for each assignment under the audit plan, performing 
and documenting audit work procedures, reporting audit findings and 
following up 
Recommendations. 
 
 
2.1.5.2  Audit plan : 
The audit director should develop risk-based plans to determine the 
priorities of internal audit, consistent with the organization’s goals. The 
annual audit plan should be based on a risk assessment. The input of 
senior management and the board should be considered in the process. 
The audit director should consider accepting proposed consulting 
engagements based on the engagement’s potential to improve 
management of risks, add value, and improve the organization’s 
operations. Those engagements that have been accepted should be 
included in the plan. 
The frequency of the audit should be determined by reference to factors 
affecting risk. Specific examples include, but are not limited to identified 
weaknesses, organization environment and change management 
oversight, adequacy of internal controls, policies and procedures, 
significance to the balance and income statements, transaction volume, 
adequacy of systems, regulatory requirements, change in market/business 
environment, and the adequacy of business contingency plans. 
 
Audit work schedules should include: 
 What activities are to be audited; 
 When they will be audited; 
 The audit work planned, and the nature of audit work performed 
by other 
 Reporting types and timeframes. 
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2.1.5.3  Audit programs : 
For each audit assignment, it should prepare an audit program to clearly 
set out 
 
 the objectives that the assignment plans to achieve. 
 the scope of the assignment in relation to which business or 
functional units will be involved and the areas of their internal 
control procedures to be examined. 
 the audit methodologies to be adopted for the assignment. 
Common methodologies include enquiries with management, 
analytical reviews, walkthrough procedures,  
 the parties to whom the audit report should be communicated. 
 the schedule for field work and issuance of reports. 
Particularly for larger assignments, it will be useful to develop a form of 
Gantt chart illustrating the time span for various activities individually to 
facilitate planning and monitoring of work; and the budget for manpower 
and other resources required for the assignment. 
 
 
2.1.5.4  Audit procedures : 
All audit work procedures performed should be documented in working 
papers. These papers constitute the basis for drafting the audit report and 
should contain sufficient evidence to support the opinion formed. 
Internal audit staff should realize that their working papers are formal 
evidence of their work and may be subject to strict review and queries by 
internal or external parties. The working papers must therefore be : 
 understandable, organized and readily available upon request, and 
only information that is relevant to achieving the audit objective 
should be included; 
 drawn up according to a well-determined method (e.g. use of 
suitable indexes and cross-references) to facilitate subsequent 
review; and 
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 able to reflect that the auditing work has been duly performed and 
provide an audit trail for checking how the work has been 
performed. 
 
 2.1.5.5  Audit reporting : 
A draft report presenting the scope and purpose of the audit assignment, 
as well as the preliminary audit findings and recommendations in respect 
of any internal control weaknesses identified, should be issued to the 
management of the audited line of business or operations for comments 
before the final report is prepared. This will provide the internal auditors 
and the relevant management with an opportunity to exchange views and 
comments on the audit findings so as to avoid any misunderstanding or 
misinterpretation about the findings before the report is formally issued. 
In the case of disagreement between the management and the internal 
auditors in respect of any important findings or recommendations 
included in the draft report that cannot be resolved, the  internal auditor 
should retain in the final report such findings or recommendations, 
include reference to the different views presented by the management, 
and submit the report to senior management and the Board (or the Audit 
Committee) for their consideration and further action. 
As quickly as practicable, a final report of the audit assignment should be 
issued to the management of the audited line of business or operations, 
senior management and the Board (or the Audit Committee), 
incorporating the responses from the relevant management on the 
findings and recommendations, as well as the agreed action plan which 
outlines the remedial measures to be taken to address the internal control 
weaknesses identified, their target completion dates, and the responsible 
parties for carrying out the remedial measures. 
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2.1.5.6   Follow-up procedures : 
 
2.1.6  Scope of Internal Audits : 
The internal audit function’s scope of operations is by its very nature 
quite expansive. The internal audit function will assist the Company in 
fulfilling its vision, mission, strategic initiatives, and objectives, while 
adhering to its core values, by bringing a systematic, disciplined approach 
to evaluate and improve the effectiveness of enterprise-wide risk 
management, internal control systems, and governance processes 
Ultimately, the internal audit function will help ensure:  
 Risks are appropriately identified and managed;  
 Significant financial, managerial, and operating information is 
accurate, reliable, and timely;  
 Employees’ actions are in compliance with Company policies, 
standards, procedures, and applicable laws and regulations; 
 Company resources are acquired economically, used efficiently, 
and adequately safeguarded;  
 Company operations are transacted in accordance with 
sufficient internal controls, good business judgment, and high 
ethical standards; 
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 Quality and continuous improvement are fostered in the 
Company’s internal control processes; and 
 Significant legislative or regulatory issues impacting the 
Company are recognized and addressed appropriately. 
2.1.7  What makes for Good Internal Auditors : 
The first thing that needs to be in place to ensure good internal auditors is 
effective human resource policies and practices. Here we are concerned 
with the attributes of successful internal auditors. The IIA Practice 
Advisory 1210-1: deals with proficiency and requires that each internal 
auditor should possess certain knowledge, skills, and other competencies: 
 
 proficiencies in applying internal auditing standards and 
procedures .. 
 proficiency in accounting principles and techniques .  
 an understanding of management principles .  
 appreciation of accounting, economics, commercial law, taxation, 
finance, quantitative methods and IT. 
 skilled at dealing with people and communicating . . . 
 skilled in oral and written communications  
 
2.1.8  Benefits of Training and Development of Audit Team :  
 
 Increase in the quantity of work done by auditors 
 Better quality of work 
 Cost savings in terms of better overall performance 
 Better standard of report writing 
 Better quality of working papers 
 Less audit staff required in the long term 
 Smaller training gap in terms of skills shortages 
 Greater degree of professionalism 
 Better motivated workforce with career development programs.  
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2.1.9  Audit Ethics :  
 
The auditing profession is charged with providing a high standard of 
audit services to each employing organization and the audit charter forms 
a contract with the organization in this respect. An extension of this 
concept is the view that audit professionals are also charged with 
performing their work with the highest of moral standards that one would 
expect from people in this position. Moreover the code of ethics (or code 
of conduct) forms a contract to cover the auditor’s moral obligations. The 
organization may therefore rely on this code for guiding the conduct of 
members of the audit department.  
 
2.1.10  The relation between internal auditors and external auditor : 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
10  
11  
External auditing 
Audit of  Traditional 
Financial Statements 
Implementation of Audit Risk 
Model 
Internal Auditing 
Internal Control - 
Financial 
Expansion into Operational 
Auditing 
Both Do a Better Job of Focusing 
on management Risks 
Increase Offering of Specialty 
Services 
Risk and Value Added Become 
More Important: 
Service More Areas 
Expanded Role – Both 
Professions 
Convergence of Internal Audit and External 
Audit Functions 
Source: Rittenberg, L.E. & Covaleski, M. (1997) 
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Fraud , Errors and 
management responsibility 
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FRAUD AND ERROR – WHY, WHAT AND HOW?  
? How would you define fraud 
Fraud refers to an intentional act by one or more individuals among 
management, those charged with governance, employees, or third parties, 
involving the use of deception to obtain an unjust or illegal advantage. 
? What is the difference between fraud and error 
The distinguishing factor between fraud and error is whether the 
underlying action that results in the misstatement in the financial 
statements is intentional or unintentional. Unlike error, fraud is 
intentional and usually involves deliberate concealment of the facts. Error 
refers to an unintentional misstatement in the financial statements, 
including the omission of an amount or disclosure. 
Why is fraud important to us? 
Misstatements in the financial statements can arise from fraud or error. 
Although fraud is a broad legal concept, the auditor is concerned with 
fraudulent acts that cause a material misstatement in the financial 
statements. 
We should consider the risk of misstatement from fraud or error of each 
significant account balance, recognizing the material classes of 
transactions included therein, in order to identify specific risk . 
In addition, if a material misstatement is found due to the possibility of 
fraud, it may cause us to question management’s integrity and the 
reliability of evidence obtained from management in other areas of the 
audit. 
What is the difference between management and employee fraud? 
Management fraud involves one or more members of management or 
those charged with governance. 
Those charged with governance - "Governance" is the term used to 
describe the role of persons entrusted with the supervision, control, and 
direction of an entity.  
 
Those charged with governance ordinarily are accountable for ensuring 
that the entity achieves its objectives, financial reporting, and reporting to 
interested parties. Those charged with governance include management 
only when it performs such functions.  
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Employee fraud involves only employees of the entity. 
Fraud may also involve third parties outside the entity through collusion 
by management, those charged with governance or employees. 
What do we mean by fraudulent  financial reporting? 
Fraudulent financial reporting involves intentional misstatements, or 
omissions of 
amounts or disclosures in financial statements to deceive financial 
statement users. 
How can fraudulent financial reporting be accomplished? 
Fraudulent financial reporting may be accomplished through: 
i. Deception such as manipulation, falsification, or alteration of 
accounting records or supporting documents from which the financial 
statements are prepared. 
ii. Misrepresentation in, or intentional omission from, the financial 
statements of events, transactions, or other significant information. 
iii. Intentional misapplication of accounting principles relating to 
measurement, recognition, classification, presentation, or disclosure . 
 
Management's Responsibilities 
Management is responsible for ensuring that systems of internal audit are 
in place, good business practices are implemented and followed in all 
areas, compliance is maintained, fraud risks are identified and mitigated, 
and effective governance is established. This provides assurance that 
financial information and other management information are reliable, that 
resources are used efficiently and effectively and that the potential for 
fraud is minimized.  
 
Management provides a written response to report recommendations 
issued within time frames requested by internal audit. Management is 
responsible to address issues identified by implementing 
recommendations or agreed-upon corrective action plans. 
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3.1 Research methodology : 
 
3.1.1 Data Collection Methodology : 
 
In order to collect the needed data for this research , we use the secondary resources 
in collecting data such as books, journals, statistics and web pages , in addition to 
preliminary resources that not available in secondary resources through distribute 
questionnaires on study population in order to get their opinions about the improving 
process of internal audit Applicable study on Gaza Electricity Distribution Company 
Research methodology depend on the analysis of data on the use of descriptive 
analysis, which depends on the poll and use the main program (SPSS). 
 
3.1.2 Population and sample size: 
 
The population will include Employees in Gaza Electricity Distribution Company, 
and we select random sample with size 25 employees, twenty five  questionnaires 
were distributed to the research population and twenty five questionnaires are 
received. 
 
 
3.1.3 Questionnaire content : 
The questionnaire was provided with a covering letter explaining the purpose of the 
study, and it included numerical scale 1-10 where "1" indicates a weak answer while 
"10" indicates a strong answer , the variety in these questions aims first to meet the 
research objectives, and to collect all the necessary data that can support the 
discussion, results and recommendations in the research. 
 
The sections in the questionnaire will verify the objectives in this research related to 
The effectiveness of internal audit system in reducing  the occurrence of errors and 
frauds in Palestinian services companies applicable study on Gaza Electricity 
Distribution Company. 
 
as the following: 
 
First field: The relation between internal audit system and Effectiveness of internal 
audit services in  Gaza Electricity Distribution Company consist from 7questions . 
 
Second field: The relationship between internal audit system and the financial and 
administrative performance consist from 12 questions . 
 
third field: The relationship between internal audit system and the ability to assess and 
manage risks related to automated payment system applicable in Gaza electricity 
distribution company consist from 9 questions . 
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Data Measurement : 
In order to be able to select the appropriate method of analysis, the level of 
measurement must be understood. For each type of measurement, there is/are an 
appropriate method /s that can be applied and not others. In this research, numerical 
scale 1-10 is used, where "1" indicates a weak answer while "10" indicates a strong 
answer. 
Test of Normality: 
 
Table (1) shows the results for Kolmogorov-Smirnov test of normality. From Table 
(1), the p-value for each field is greater than 0.05 level of significance, then the 
distribution for each field is normally distributed. Consequently, Parametric tests will 
be used to perform the statistical data analysis. Person-Organization Fit 
 
Table 1: Kolmogorov-Smirnov test 
Field 
Kolmogorov-Smirnov 
Statistic P-value 
There is a statistically significant relationship 
between internal audit system and the 
effectiveness of internal audit services in Gaza 
Electricity Distribution Company. 
0.435 0.992 
There is a statistically significant relationship 
between internal audit system and the financial 
and administrative performance. 
0.624 0.830 
There is a statistically significant relationship 
between internal audit system and the ability 
to assess and manage risks related to 
automated payment system applicable in Gaza 
electricity distribution company. 
0.611 0.849 
All paragraphs of the questionnaire 0.583 0.885 
 
Statistical analysis Tools  
The researcher would use data analysis both qualitative and quantitative data analysis 
methods. The Data analysis will be made utilizing (SPSS 22). The researcher would 
utilize the following statistical tools: 
1) Kolmogorov-Smirnov test of normality. 
2) Pearson correlation coefficient for Validity. 
3) Cronbach's Alpha for Reliability Statistics. 
4) Frequency and Descriptive analysis. 
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5) One-sample T test. 
Validity of Questionnaire: 
Validity refers to the degree to which an instrument measures what it is supposed to 
be measuring. Validity has a number of different aspects and assessment approaches. 
Statistical validity is used to evaluate instrument validity, which include internal 
validity and structure validity.  
 
Internal Validity:                     
Internal validity of the questionnaire is the first statistical test that used to test the 
validity of the questionnaire. It is measuring the correlation coefficients between each 
paragraph in one field and the whole field.  
 
Table (2) clarifies the correlation coefficient for each  paragraph of the " There is a 
statistically significant relationship between internal audit system and effectiveness of 
internal audit services in Gaza Electricity Distribution Company " and the total of the 
field. The p-values (Sig.) are less than 0.05, so the correlation coefficients of this field 
are significant at α = 0.05,  so it can be said that the paragraphs of this field are 
consistent and valid to be measure what it was set for.  
Table 2: Correlation coefficient of each  paragraph of " There is a statistically 
significant relationship between internal audit system and the effectiveness of 
internal audit services in Gaza Electricity Distribution Company " and the total 
of this field 
No. Paragraph Pearson  Correlation 
Coefficient 
P-Value 
(Sig.) 
1.  Do you think that fraud is a major 
concern for all business . 
.815* 0.000* 
2.  Do you think that the discovery of 
fraudulent would have a negative impact 
on customers .  
.803* 0.000* 
3.  Is it the auditors responsibility include 
searching or detecting fraud . 
.688* 0.000* 
4.  Do you feel that it is auditors 
responsibility to prevent fraud . 
.834* 0.000* 
5.  Do you think that auditing standards may 
make auditors have the responsibility to 
detect fraud .   
.644* 0.001* 
6.  Should auditors assess the role and 
activities of internal auditors .  
.595 0.001* 
* Correlation is significant at the 0.05 level  
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Table (3) clarifies the correlation coefficient for each paragraph of the " There is a 
statistically significant relationship between internal audit system and the financial 
and administrative performance " and the total of the field. The p-values (Sig.) are 
less than 0.05, so the correlation coefficients of this field are significant at α = 0.05,  
so it can be said that the paragraphs of this field are consistent and valid to be measure 
what it was set for. 
 
Table 3: Correlation coefficient of each paragraph of " There is a statistically 
significant relationship between internal audit system and the financial and 
administrative performance " and the total of this field 
No. Paragraph Pearson  Correlation 
Coefficient 
P-Value 
(Sig.) 
1.  The internal auditors has more experience 
and knowledge in the automated payment 
system goals and objectives in  Gaza 
Electricity Distribution company because 
they consider as permanent employees in 
the company . 
.568 0.002* 
2.  Measuring the efficiency, effectiveness and 
performance appraisal that related to 
automated payment system  in its modern 
concept is a natural progression of the 
internal audit and extending its reach 
beyond the financial and accounting 
aspects. 
 
.524 0.004* 
3.  There are a standards of performance 
which  measure the efficiency of the 
automated payment system in the Gaza 
Electricity Distribution company. 
.863 0.000* 
4.  The internal auditors examine and  assess 
the  standards of  performance supported 
by senior management. 
 
.840 0.000* 
5.  The internal auditor evaluate and audit the 
efficiency of individual employees of the 
company. 
 
.828 0.000* 
6.  The internal auditor audit the size of the 
work done during the period necessary for 
automated payment of the  bills issued by 
the company and make sure of it. 
 
.522 0.005* 
7.  The internal auditor match the correctness 
of the procedures followed in the system in 
terms of minimum balance in the 
customer's account, and the effectiveness of 
.568 0.002* 
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these procedures in achieving the 
company's goals and customer satisfaction. 
 
8.  The internal auditor  is able to disclosure  
the  deviations that have occurred in the 
system and  propose solutions that lead to 
correct situations in the future. 
 
.839 0.000* 
9.  The expand  of scope of internal audit  can 
be through participation in the 
implementation of plans and programs 
established by  Gaza Electricity 
Distribution company to benefit the system. 
 
.747 0.000* 
10.  The internal auditor audit  the quality 
system to   comply with the requirements 
applicable to the company, especially 
   (Automated payment system). 
.760 0.000* 
11.  The internal auditors audit the financial 
viability of the system and its operations, 
efficiency and effectiveness. 
 
.689 0.000* 
12.  The internal auditor shall submit a report 
on the misuse of the automated system that 
can be done by its employees. 
.623 0.000* 
* Correlation is significant at the 0.05 level  
 
Table (4) clarifies the correlation coefficient for each paragraph of the " There is a 
statistically significant relationship between internal audit system and the ability to 
assess and manage risks related to automated payment system applicable in Gaza 
electricity distribution company " and the total of the field. The p-values (Sig.) are 
less than 0.05, so the correlation coefficients of this field are significant at α = 0.05,  
so it can be said that the paragraphs of this field are consistent and valid to be measure 
what it was set for. 
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Table 4 : Correlation coefficient of each paragraph of " There is a statistically 
significant relationship between internal audit system and Assess and manage 
risks related to automated payment system applicable in Gaza electricity 
distribution company "and the total of this field 
 
No. Paragraph Pearson  Correlation 
Coefficient 
P-Value 
(Sig.) 
1.  The evaluation process and risk 
management is an important component of 
the strategic management elements, and 
important of the competitive advantages 
between companies. 
 
.778 0.000* 
2.  The internal auditors  contribute 
significantly to an advisory role in reducing 
risk that related to the system , also helps in 
assessing the risks face the Gaza Electricity 
Distribution  Company. 
.883 0.000* 
3.  The process of assess and management risk 
that related to the system is includes 
identification, management and control 
potential events and conditions in place to 
provide assurances and guarantees 
reasonable access to the direction of 
corporate goals of  Gaza Electricity 
Distribution  Company. 
.841 0.000* 
4.  Senior management is putting  and   
formulate and deliver the strategic 
objectives of the company by developed 
systems to all levels of the company. 
.817 0.000* 
5.  The department of internal audit propose 
ways and appropriate mechanisms to deal 
with different aspects of risk related to the 
system. 
.819 0.000* 
6.  The existing level of risk in the company is 
considered an acceptable level and not 
prevent to  achieve objectives of the 
company. 
.646 0.000* 
7.  The internal auditor focus on the important  
risks and audit management processes risks 
inside the  Gaza Electricity  Distribution 
company. 
 
.713 0.000* 
8.  Internal auditors are provided with skills 
and experience required to able them to  
identify, monitor and measure and manage 
risks. 
 
.723 0.000* 
9.  The senior management  response  to the  
internal audit reports which related to 
.754 0.000* 
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automated payment system on the risks 
adequately, so  leading to reduce the risks 
to acceptable levels. 
 
* Correlation is significant at the 0.05 level  
 
Structure Validity of the Questionnaire                          
Structure validity is the second statistical test that used to test the validity of the 
questionnaire structure by testing the validity of each field and the validity of the 
whole questionnaire. It measures the correlation coefficient between one field and all 
the fields of the questionnaire that have the same level of liker scale.  
 
Table (5) clarifies the correlation coefficient for each field and the whole 
questionnaire. The p-values (Sig.) are less than 0.05, so the correlation coefficients of 
all the fields are significant at α = 0.05, so it can be said that the fields are valid to be 
measured what it was set for to achieve the main aim of the study.  
 
 
Table 5: Correlation coefficient of each field and the whole of questionnaire 
No. Field Pearson  Correlation 
Coefficient 
P-Value 
(Sig.) 
1.  There is a statistically significant 
relationship between internal audit system 
and effectiveness of internal audit services 
in Gaza Electricity Distribution Company 
.667 0.000* 
2.  There is a statistically significant 
relationship between internal audit system 
and Financial and administrative 
performance 
.901 0.000* 
3.  There is a statistically significant 
relationship between internal audit system 
and Assess and manage risks related to 
automated payment system applicable in 
Gaza electricity distribution company 
.900 0.000* 
* Correlation is significant at the 0.05 level  
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Reliability of the Research 
The reliability of an instrument is the degree of consistency which measures the 
attribute; it is supposed to be measuring. The less variation an instrument  produces in 
repeated measurements of an attribute, the higher its reliability. Reliability can be 
equated with the stability, consistency, or dependability of a measuring tool. The test 
is repeated to the same sample of people on two occasions and then compares the 
scores obtained by computing a reliability coefficient. 
 
Cronbach’s Coefficient Alpha                            
This method is used to measure the reliability of the questionnaire between each field 
and the mean of the whole fields of the questionnaire. The normal range of 
Cronbach’s coefficient alpha value between 0.0 and + 1.0, and the higher values 
reflects a higher degree of internal consistency. The Cronbach’s coefficient alpha was 
calculated for each field of the questionnaire. 
Table (6) shows the values of Cronbach's Alpha for each field of the questionnaire 
and the entire questionnaire. For the fields, values of Cronbach's Alpha were in the 
range from 0.783 and 0.915. This range is considered high; the result ensures the 
reliability of each field of the questionnaire. Cronbach's Alpha equals 0.934 for the 
entire questionnaire which indicates an excellent reliability of the entire questionnaire. 
Table 6: Cronbach's Alpha for each field of the questionnaire 
No. Field Cronbach's Alpha 
1.  There is a statistically significant relationship 
between internal audit system and 
effectiveness of internal audit services in Gaza 
Electricity Distribution Company 
0.783 
2.  There is a statistically significant relationship 
between internal audit system and Financial 
and administrative performance 
0.894 
3.  There is a statistically significant relationship 
between internal audit system and Assess and 
manage risks related to automated payment 
system applicable in Gaza electricity 
distribution company 
0.915 
 All paragraphs of the questionnaire 0.934 
 
The Thereby, it can be said that the researcher proved that the questionnaire was valid 
and reliable. 
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Qualification 
 
Table No.(?) shows that 4.0% of the sample are " Diploma " holders, 80.0% of  the 
sample are " Bachelor "  holders  and 16.0% of  the sample are " Master "  holders  . 
 
Table (1): Qualification 
Qualification Frequency Percent 
Diploma 1 4.0 
Bachelor 20 80.0 
Master 4 16.0 
Total 25 100.0 
 
 
 
 
Major 
 
 Table No.(2) shows that 88.0% of  the sample are " accounting " and 12.0% of  the 
sample are " business administration " .  
Table (?):Major 
Major Frequency Percent 
accounting 22 88.0 
business administration 3 12.0 
Banking and financial sciences - - 
others - - 
Total 25 100.0 
Diplom
a 
4% 
Bachelo
r 
80% 
Master 
16% 
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Job Title 
 
Table No.(?) shows that 88.0% of the sample are " Accountant " and 12.0% of  the 
sample are others job title. 
 
Table (?):Job Title 
Job Title Frequency Percent 
Accountant 22 88.0 
financial manager - - 
general manager - - 
others 3 12.0 
Total 25 100.0 
 
 
 
 
  
Accounta
nt 
88% 
financial 
manager 
0% 
general 
manager 
0% 
others 
12% 
accountin
g 
88% 
business 
administr
ation 
12% 
Banking 
and 
financial 
sciences 
0% 
others 
0% 
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Years of Experience 
 
Table No.(?) shows that 4.0% of the sample have experience " less than one ", 28.0% 
of the sample have experience "1-5 years ", 60.0% of the sample have experience "6-
10 years " and 8.0% of the sample have experience " more than 10" .  
 
Table (?): Years of Experience 
Years of Experience Frequency Percent 
less than one 1 4.0 
1-5 years 7 28.0 
6-10 years 15 60.0 
more than 10 2 8.0 
Total 25 100.0 
 
 
 
 
Age  
 
Table No.(?) shows that 8.0% of the sample are " Less than25" , 32.0%  of the 
sample are of "25 – less than 30 years " and 60.0% of the sample are of " More 
than30 ".  
 
Table (?): Age  
Age  Frequency Percent 
Less than25 2 8.0 
25 – less than 30 years 8 32.0 
More than30 15 60.0 
Total 25 100.0 
less 
than 
one 
4% 
1-5 
years 
28% 
6-10 
years 
60% 
more 
than 10 
8% 
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Gender 
Table No.(?) shows that 60.0% of the sample are Males and 40.0% of the sample are 
Females .  
 
Table (?):Gender 
Gender Frequency Percent 
male 15 60.0 
female 10 40.0 
Total 25 100.0 
 
 
 
 
 
 
Less than25 
8% 
25 – less than 30 
years 
32% 
More than30 
60% 
male 
60% 
female 
40% 
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Analysis for each field 
  
1. There is a statistically significant relationship between internal audit 
system and the effectiveness of internal audit services in Gaza Electricity 
Distribution Company.  
 
Table (1) shows the following results: 
 The mean of paragraph #1 “Internal auditor takes into account the beneficiary 
of the services Audit” equals 7.12 (71.2%), Test-value = 2.85, and P-value = 
0.004 which is smaller than the level of significance 0.05  . The sign of the 
test is positive, so the mean of this paragraph is significantly greater than the 
hypothesized value 6 . We conclude that the respondents agree to this 
paragraph. 
 
 The mean of paragraph #5 “the quality of the  Audit  performance is measured by  
the satisfaction of the beneficiary” equals 5.96 (59.6%), Test-value = -0.09, and P-
value = 0.465 which is greater than the level of significance 0.05  . Then the 
mean of this paragraph is insignificantly different from the hypothesized value 6. 
We conclude that the respondents (Do not know, neutral) to this paragraph. 
 
 The mean of the field “There is a statistically significant relationship between 
internal audit system and effectiveness of internal audit services in Gaza 
Electricity Distribution Company” equals 6.64 (66.4%), Test-value = 2.41, 
and P-value=0.012 which is smaller than the level of significance 0.05  . 
The sign of the test is positive, so the mean of this field is significantly greater 
than the hypothesized value 6. We conclude that the respondents agreed to 
field of “There is a statistically significant relationship between internal audit 
system and effectiveness of internal audit services in Gaza Electricity 
Distribution Company ". 
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Through these statistical results, the system of internal audit in the Gaza 
electricity company has possibilities, especially in the effectiveness of the internal 
audit services and we cannot deny its existence. 
 
Table (1): Means and Test values for “There is a statistically significant 
relationship between internal audit system and effectiveness of internal audit 
services in Gaza Electricity Distribution Company” 
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1.  Do you think that fraud is a major concern for 
all business . 
7.12 71.2 2.85 0.004* 1 
2.  Do you think that the discovery of fraudulent 
would have a negative impact on customers .  
7.00 70.0 3.11 0.002* 2 
3.  Is it the auditors responsibility include 
searching or detecting fraud . 
6.96 69.6 2.41 0.012* 3 
4.  Do you feel that it is auditors responsibility to 
prevent fraud . 
6.48 64.8 1.12 0.137 5 
5.  Do you think that auditing standards may 
make auditors have the responsibility to 
detect fraud .   
5.96 59.6 -0.09 0.465 7 
6.  Should auditors assess the role and activities 
of internal auditors .  
6.76 67.6 1.86 0.038* 4 
 All paragraphs of the field 6.64 66.4 2.41 0.012*  
2. There is a statistically significant relationship between internal audit system 
and Financial and administrative performance. 
 
 
 
 
 
 
 
 
 
39 
 
Table (2) shows the following results:  
 The mean of  paragraph #1 “The internal auditors has more experience and 
know the things in the company and its goals and objectives and has potential 
problems because he is permanent on the Gaza Electricity Distribution 
company” equals 7.28 (72.8%), Test-value = 2.90 and P-value = 0.004 which 
is smaller than the level of significance 0.05  . The sign of the test is 
positive, so the mean of this paragraph is significantly greater than the 
hypothesized value 6 . We conclude that the respondents agreed to this 
paragraph. 
 
 The mean of paragraph #21 “The Internal Auditor shall submit a report on the 
misuse of resources and facilities” equals 5.64 (56.4%), Test-value = -0.95, 
and P-value = 0.175 which is greater than the level of significance 0.05  . 
Then the mean of this paragraph is insignificantly different from the 
hypothesized value 6. We conclude that the respondents (Do not know, 
neutral) to this paragraph. 
 
 The mean of the field “There is a statistically significant relationship between 
internal audit system and Financial and administrative performance” equals 
6.25 (62.5%), Test-value = 0.92, and P-value=0.184 which is greater than the 
level of significance 0.05  . The mean of this field is insignificantly 
different from the hypothesized value 6. We conclude that the respondents (Do 
not know, neutral) to field of “There is a statistically significant relationship 
between internal audit system and Financial and administrative performance ". 
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Through these statistical results, which indicate that the system of internal audit 
in the Gaza electricity company is in relation but not very closely with the 
financial and administrative performance in the company. 
 
Table (2): Means and Test values for “There is a statistically significant 
relationship between internal audit system and Financial and administrative 
performance” 
 
Item 
M
ea
n
 
P
ro
p
o
rt
io
n
a
l 
m
ea
n
 
 (
%
) 
T
es
t 
v
a
lu
e 
P
-v
a
lu
e 
(S
ig
.)
 
R
a
n
k
 
1.  The internal auditors has more experience 
and knowledge in the automated payment 
system goals and objectives in  Gaza 
Electricity Distribution company because 
they consider as permanent employees in the 
company . 
7.28 72.8 2.90 0.004* 1 
2.  Measuring the efficiency, effectiveness and 
performance appraisal that related to 
automated payment system  in its modern 
concept is a natural progression of the 
internal audit and extending its reach beyond 
the financial and accounting aspects. 
 
6.92 69.2 2.40 0.012* 2 
3.  There are a standards of performance which  
measure the efficiency of the automated 
payment system in the Gaza Electricity 
Distribution company. 
5.72 57.2 
-
0.63 
0.268 11 
4.  The internal auditors examine and  assess 
the  standards of  performance supported by 
senior management. 
 
6.32 63.2 0.63 0.266 4 
5.  The internal auditor evaluate and audit the 
efficiency of individual employees of the 
company. 
 
6.48 64.8 1.15 0.130 3 
6.  The internal auditors audit the size of the 
work done during the period necessary for 
automated payment of the  bills issued by 
the company and make sure of it. 
 
6.24 62.4 0.83 0.208 5 
7.  The internal auditors match the correctness 
of the procedures followed in the system in 
terms of minimum balance in the customer's 
6.04 60.4 0.09 0.465 9 
41 
 
account, and the effectiveness of these 
procedures in achieving the company's goals 
and customer satisfaction. 
 
8.  The internal auditor  is able to disclosure  
the  deviations that have occurred in the 
system and  propose solutions that lead to 
correct situations in the future. 
 
6.16 61.6 0.43 0.334 7 
9.  The expand  of scope of internal audit  can 
be through participation in the 
implementation of plans and programs 
established by  Gaza Electricity Distribution 
company to benefit the system. 
 
6.20 62.0 0.52 0.303 6 
10.  The internal auditor audit  the quality system 
to   comply with the requirements applicable 
to the company, especially 
   (Automated payment system) 
6.12 61.2 0.33 0.373 8 
11.  The internal auditors audit the financial 
viability of the system and its operations, 
efficiency and effectiveness. 
 
5.92 59.2 
-
0.20 
0.422 10 
12.  The internal auditor shall submit a report on 
the misuse of the automated system that can 
be done by its employees. 
5.64 56.4 
-
0.95 
0.175 12 
 All paragraphs of the field 6.25 62.5 0.92 0.184  
* The mean is significantly different from  
 
3. There is a statistically significant relationship between internal audit system 
and the ability to assess and manage risks related to automated payment system 
applicable in Gaza electricity distribution company. 
Table (3) shows the following results:  
 
 The mean of paragraph #1 “The evaluation process and risk management is an 
important component of the strategic management elements, and important of 
the competitive advantages between companies” equals 6.76 (67.6%), Test-
value = 1.38, and P-value = 0.047 which is smaller than the level of 
significance 0.05  . The sign of the test is positive, so the mean of this 
paragraph is significantly greater than the hypothesized value 6 . We conclude 
that the respondents agree to this paragraph. 
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 The mean of paragraph #1 “The internal auditor and contribute significantly to 
an advisory role in reducing risk, also helps in assessing the risks to the Gaza 
Electricity Distribution  Company” equals 5.84 (58.4%), Test-value = -0.28, 
and P-value = 0.391 which is greater than the level of significance 0.05  . 
Then the mean of this paragraph is insignificantly different from the 
hypothesized value 6. We conclude that the respondents (Do not know, 
neutral) to this paragraph. 
 
 The mean of the field “There is a statistically significant relationship between 
internal audit system and Assess and manage risks related to automated 
payment system applicable in Gaza electricity distribution company” equals 
6.25 (62.5%), Test-value = 6.33, and P-value=0.193 which is greater than the 
level of significance 0.05  . The mean of this field is insignificantly 
different from the hypothesized value 6. We conclude that the respondents (Do 
not know, neutral) to field of “There is a statistically significant relationship 
between internal audit system and Assess and manage risks related to 
automated payment system applicable in Gaza electricity distribution company 
".  Through these statistical results concerning the main task of the system 
of internal audit, the researchers found that the statistical result does not 
give an excellent impression but good one  in terms of the system's ability 
to assess and manage risks related to automated payment system. 
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Table (3): Means and Test values for “There is a statistically significant 
relationship between internal audit system and Assess and manage risks related 
to automated payment system applicable in Gaza electricity distribution 
company” 
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1.  The evaluation process and risk 
management is an important component of 
the strategic management elements, and 
important of the competitive advantages 
between companies. 
 
6.76 67.6 1.38 0.047* 1 
2.  The internal auditors  contribute 
significantly to an advisory role in 
reducing risk that related to the system , 
also helps in assessing the risks face the 
Gaza Electricity Distribution  Company. 
5.84 58.4 -0.28 0.391 9 
3.  The process of assess and management risk 
that related to the system is includes 
identification, management and control 
potential events and conditions in place to 
provide assurances and guarantees 
reasonable access to the direction of 
corporate goals of  Gaza Electricity 
Distribution  Company. 
6.24 62.4 0.46 0.326 6 
4.  Senior management is putting  and   
formulate and deliver the strategic 
objectives of the company by developed 
systems to all levels of the company. 
6.32 63.2 0.63 0.266 5 
5.  The department of internal audit propose 
ways and appropriate mechanisms to deal 
with different aspects of risk related to the 
system. 
 
6.16 61.6 0.41 0.341 7 
6.  The existing level of risk in the company is 
considered an acceptable level and not 
prevent to  achieve objectives of the 
company. 
 
6.48 64.8 1.30 0.104 3 
7.  The internal auditor focus on the important  
risks and audit management processes risks 
inside the  Gaza Electricity  Distribution 
company. 
 
6.40 64.0 1.02 0.159 4 
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8.  Internal auditors are provided with skills 
and experience required to able them to  
identify, monitor and measure and manage 
risks. 
 
6.75 67.4 1.74 0.048* 2 
9.  the senior management  response  to the  
internal audit reports which related to 
automated payment system on the risks 
adequately, so  leading to reduce the risks 
to acceptable levels. 
 
6.00 60.0 0.00 0.500 8 
 All paragraphs of the field 6.33 63.3 0.88 0.193  
* The mean is significantly different from 6 
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4.1 Results : 
 
Through statistical analysis and the Field study , we found the following results :  
 
 
 There is a significant relationship between internal audit system and the 
effectiveness of internal audit services in  Gaza Electricity Distribution 
Company. 
 
 There is a significant relationship internal audit system and the financial and 
administrative performance and  this is necessarily to improve 
and control the administrative and financial functioning in the company. 
 There is a statistically significant relationship between internal audit system 
and the ability to assess and manage risks related to automated payment system 
applicable in Gaza electricity distribution company. 
 
 
 
 
4.2 Recommendations: 
 
Through the field study which carried out at the Gaza Electricity Distribution 
Company we found that there is a lack in the internal auditing system which related 
specially with the automated payment , so we recommend that company management 
thus: 
 
 
 The need of the company to  move from financial and routine  internal audit to  
process and operational internal audit  which will benefit the company and 
improve performance of  company`s systems. 
 
 The internal auditor  must communicate with the Audit Committee in order to 
support  its independence. 
 
 The internal audit function  must  follows with highest levels of  
administrative  unit in the company or the Board of Directors. 
 
 The internal auditors must take courses and  training to internal audit to  
acquire sufficient knowledge of internal auditing standards issued by the 
Institute of Internal Auditors. 
 
 The need of company to have the financial and human resources team  for the  
Internal Audit Function. 
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 Internal auditor must have skills and experience required and able to identify, 
monitor and measure  risks surrounding the automated payment system in the 
company. 
 
 It is necessary to determine the minimum level of bank credit to the customer 
so that the company can deduct the electricity bill if the bank account balance 
is less than the monthly bill owed. 
 
 The company should setting  standards of performance which can  measure the 
efficiency of the automated payment system in the Gaza Electricity 
Distribution company. 
 
 The internal auditors  must  submit a report on the misuse of the automated  
payment system that can be done by its employees. 
 
 The internal auditors should  contribute significantly to the advisory role 
specially in reducing risk that related to the system , also should help in 
assessing the risks face the Gaza Electricity Distribution  Company. 
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Please put  appropriate  degree from  (1-10) in the answer 
1. There is a statistically significant relationship between internal audit system 
and the effectiveness of internal audit services in Gaza Electricity Distribution 
Company. 
 
Ref Statement                                  Score    
 
1 Do you think that fraud is a major 
concern for all business . 
 
2 Do you think that the discovery of 
fraudulent would have a negative 
impact on customers .  
 
3 Is it the auditors responsibility 
include searching or detecting 
fraud . 
 
4 Do you feel that it is auditors 
responsibility to prevent fraud . 
 
5 Do you think that auditing 
standards may make auditors have 
the responsibility to detect fraud .   
 
6 Should auditors assess the role and 
activities of internal auditors .  
 
   
 
 
 
2.There is a statistically significant relationship between internal audit system and 
the financial and administrative performance. 
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Ref Statement  
                            Score  
 
1 The internal auditors has more experience 
and knowledge in the automated payment 
system goals and objectives in  Gaza 
Electricity Distribution company because 
they consider as permanent employees in the 
company . 
 
2 Measuring the efficiency, effectiveness and 
performance appraisal that related to 
automated payment system  in its modern 
concept is a natural progression of the 
internal audit and extending its reach beyond 
the financial and accounting aspects. 
 
 
3 There are a standards of performance which  
measure the efficiency of the automated 
payment system in the Gaza Electricity 
Distribution company. 
 
4 The internal auditors examine and  assess the  
standards of  performance supported by 
senior management. 
 
 
5 The internal auditor evaluate and audit the 
efficiency of individual employees of the 
company 
 
 
6 The internal auditor audited the size of the 
work done during the period necessary for 
automated payment of the  bills issued by the 
company and make sure of it. 
 
 
7 The internal auditor match the correctness of 
the procedures followed in the system in 
terms of minimum balance in the customer's 
account, and the effectiveness of these 
procedures in achieving the company's goals 
and customer satisfaction. 
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8 The internal auditor  is able to disclosure  the  
deviations that have occurred in the system 
and  propose solutions that lead to correct 
situations in the future 
 
 
9 The expand  of scope of internal audit  can 
be through participation in the 
implementation of plans and programs 
established by  Gaza Electricity Distribution 
company to benefit the system. 
 
 
10 The internal auditors  audit  the quality of the 
systems to comply with the requirements 
applicable to the company, especially 
   (Automated payment system) 
 
 
11  
The internal auditors audit the financial 
viability of the system and its operations, 
efficiency and effectiveness. 
 
 
12  
The internal auditor shall submit a report on 
the misuse of the automated system that can 
be done by its employees. 
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3.There is a statistically significant relationship between internal audit system and 
the ability to assess and manage risks related to automated payment system 
applicable in Gaza electricity distribution company . 
 
Ref Statement Score 
 
1 The evaluation process and risk management is 
an important component of the strategic 
management elements, and important of the 
competitive advantages between companies. 
 
 
2 The internal auditors  contribute significantly to 
an advisory role in reducing risk that related to 
the system , also helps in assessing the risks face 
the Gaza Electricity Distribution  Company 
 
3 The process of assess and management risk that 
related to the system is includes identification, 
management and control potential events and 
conditions in place to provide assurances and 
guarantees reasonable access to the direction of 
corporate goals of  Gaza Electricity Distribution  
Company 
 
4 Senior management is putting  and   formulate 
and deliver the strategic objectives of the 
company by developed systems to all levels of 
the company. 
 
5 The department of internal audit propose ways 
and appropriate mechanisms to deal with 
different aspects of risk related to the system. 
 
 
6 The existing level of risk in the company is 
considered an acceptable level and not prevent to  
achieve objectives of the company. 
. 
 
7 The internal auditor focus on the important  risks 
and audit management processes risks inside the  
Gaza Electricity  Distribution company 
 
 
8 Internal auditors are provided with skills and 
experience required to able them to  identify, 
monitor and measure and manage risks. 
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9 the senior management  response  to the  internal 
audit reports which related to automated payment 
system on the risks adequately, so  leading to 
reduce the risks to acceptable levels. 
 
 
